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Student Number       
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FINAL EXAMINATION DURATION 
CMA204 – Financial Accounting 
Applications 
 
Reading Time: 10 minutes 
Writing Time: 180 minutes 
 
INSTRUCTIONS TO CANDIDATES 
 
1.  INSTRUCTIONS TO CANDIDATES: 
1.1 The examination has 2 sections  
Section A:  
Suggested Time: 1 hour 30 mins Multiple Choice Questions: Answer ALL questions 
Total Marks 50 
Section B: 
Suggested Time: 1 hour 30 mins Calculation and Report Questions: Answer ALL Questions 
Total Marks 50 
 
Section A must be answered on the Answer sheet provided and must be handed in with your answer 
booklet.  Please ensure that your name and student number are clearly indicated on your Answer Sheet 
and at the top of this examination paper. 
Section B is to be answered in separate booklet. 
Please ensure that your Name and Student Number are written clearly in the space provided at the top of 
this page. 
 
1.2 Note that questions ARE NOT of equal value. 
1.3 Read ALL questions carefully. 




This is a RESTRICTED OPEN BOOK examination 
Any non-programmable calculator is permitted 
No handwritten notes are permitted 
Hard copy, unannotated English translation dictionary only 
Answer on the supplied examination material/s only 
 
ADDITIONAL AUTHORISED MATERIALS EXAMINATION MATERIALS TO BE SUPPLIED 
 
Relevant Legislation (Unannotated) 
 
1 x 20 Page Book 
1 x 4-Multiple Choice Answer Sheet 
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Total Number of Marks for this section: 50 
 
This section should be answered in the Answer Booklet provided.  Please ensure that your name 
and student number have been written on the Answer Booklet and show all your workings. 
 





Family Furniture Manufacturing Pty Ltd is a family owned company that makes furniture for the 
home. It is based in Out West, a country town in rural New South Wales, and was founded by 
two brothers who came to Australia in 1956. They have built up their business over many years 
and their brand “Family Furniture” is well known both locally and nationally.  
The business is situated close to the centre of town and generations of the family have been 
involved in all aspects of running the company. The two eldest sons of the original founders are 
the majority shareholders. They are reaching retirement age but some of their children and 
grandchildren work for the company. The business specialises in sourcing local timber, milling 
it and preparing it so that the best local materials can be used in the manufacture of their tables, 
chairs and beds.   
Out West is a thriving town and contains many heritage listed buildings. The State Government 
has been trying to develop the regional economy and has recently built a new bypass and an 
industrial park which is situated five kilometres out of town. The population is expanding and 
there is considerable housing development. 
Your company, Investment Opportunities Pty Ltd, has been informed that Family Furniture 
Manufacturing Pty Ltd is for sale and that the whole business can be purchased for $2,000,000. 
Income statements for the years ended 30th June 2014 and 2015 statements of financial position 
on that date follow.    
Required: 
a. Calculate the following ratios for both years: 
Current ratio, Acid-test ratio, Inventory turnover, Days in inventory, Gross profit margin, 
Net profit margin, Day’s sales in receivables, Salaries to sales ratio, Debt to equity ratio, 
Equity to assets ratio, Asset turnover ratio, and the Rate of return on ordinary 
shareholders’ equity.  
 (25 marks) 
 
b. Use these ratios to assist you to write a report to the Board of Directors of Investment 
Opportunities Pty Ltd giving your initial response to the $2,000,000 asking price. In your 
report highlight the questions that you would like to ask the existing management and 
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owners of Family Furniture Manufacturing Pty Ltd in order to assist you form your 
opinion and to carry out a due diligence on the information provided. 
 
This could include questions about financial information that is not disclosed in the 
financial statements, explanations and further information that you require about 
financial statement items.  
 
It could also include questions about non-financial matters concerning the business. How 
would the transfer of ownership take place if manufacturing is to continue, the 
involvement of the family in the business, its location and how it relates to its position in 
Out West and the State Government’s recent development plans? 
 
Marks will be given for the form of the business report, the way that the information is 






















Family Furniture Manufacturing Pty Ltd 
Income Statement 
for the year ended 30th June. 
 2015 2014 
 $ $ $ $ 
Income     
Sales  5,025,000  4,822,500 
Less : Cost of Sales     
(this includes wages of :     
2015 $935,000, 2014 $905,000)  3,417,500  3,182,500 
Gross Profit  1,607,500  1,640,000 
Expenses     
Selling Expenses     
(this includes salaries of :     
2015 $275,000, 2014 $270,000) 382,500  377,500  
Other Expenses     
(this includes salaries of :     
2015 $375,000, 2014 $357,500) 1,290,000  1,125,000  
Total Expenses  1,672,500  1,502,500 
  (65,000)  137,500 
Investment Income  7,500  45,000 
  (57,500)  182,500 
Less Income Tax  ---  77,500   
Net Profit / Loss) after Tax  $(57,500)  $105,000 
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Family Furniture Manufacturing Pty Ltd 
Statement of Financial Position 
as at 30th June. 
 2015 2014 
 $ $ $ $ 
Assets     
Current Assets     
Cash at bank 65,000  107,500  
Accounts receivable 1,032,500  857,500  
Inventory 557,500  375,000  
Prepayments  2,500  2,500  
Total Current Assets  1,657,500  1,342,500 
     
Investment Long-term Deposit  55,000  467,500 
     
Non-current Assets     
Land and building at cost 300,000  300,000  
Plant (net of depreciation) 157,500  162,500  
Total Non-current Assets  457,500  462,500 
Total Assets  $2,170,000  $2,272,500 
     
Liabilities     
Current Liabilities     
Tax liability ---  77,500    
Accounts payable 62,500  30,000  
Total Non-current Liabilities  62,500  107,500 
Total Liabilities  $62,500  $107,500 
     
Total Net Assets  $2,107,500  $2,165,000 
     
Shareholders’ Equity     
Ordinary Shares  625,000   625,000 
General Reserve  400,000  400,000 
Accumulated Profits  1,082,500  1,140,000 
Total Shareholders’ Equity  $2,107,500  $2,165,000 
